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SUBCOMMITTEE NO. 3 CONSIDERATION OF H.R. 1157, TO PROVIDE 
FOR PROMOTION OF ECONOMIC AND SOCIAL DEVELOPMENT IN 
THE RYUKYU ISLANDS 


House or REPRESENTATIVES, 
COMMITTEE ON ARMED SERVICES, 
SUBCOMMITTEE No. 3, 
Washington, D.C., Thursday, March 31, 1960. 

The subcommittee met at 10 a.m., Hon. Carl T. Durham (chairman 
of the subcommittee) presiding. 

Mr. Durnam. The committee will come to order. 

Members of the committee, we have for consideration this morn- 
ing, H.R. 1157, a bill to provide for the promotion of economic and 
social development in the Ryukyu Islands. 

Our colleague, Mr. Price, introduced this bill and we are all aware 
of the great interest which he has had in Okinawa and the Ryukyu 
Islands for many years. 


(The bill follows :) 


[H.R. 1157, 86th Cong., 1st sess.] 


A BILL To provide for promotion of economic and social development in the Ryukyu 
Islands 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, in the exercise by the President of the 
authority over the Ryukyu Islands granted the United States by article 3 of 
the treaty of peace with Japan, every effort shall be made to improve the wel- 
fare and well-being of the inhabitants of the Ryukyu Islands and to promote 
their economic and cultural advancement, during such time as the United States 
continues to retain authority over the Ryukyu Islands. 

Sec. 2. All fines, fees, forfeitures, taxes, assessments, and any other revenues 
received by the Government of the Ryukyu Islands shall be covered into the 
treasury of the Ryukyu Islands and shall be available for expenditure by the 
Government of the Ryukyu Islands. 

Src. 3. Revenues derived by the United States civil administration of the 
Ryukyu Islands from the following sources shall be deposited in separate funds, 
which are hereby authorized to be established by the High Commissioner of 
the Ryukyu Islands, and shall be available for obligation and expenditure in 
accordance with annual budget programs approved by the President: 

(a) Public-benefit trusts, business-type operations, funds and enterprises 
established by the civil administration of the Ryukyu Islands, or its predecessor 
agencies ; 

(b) Corporations wholly or party owned by the civil administration of the 
Ryukyu Islands; and 

(c) Fines, fees, and forfeitures received by the civil administration of the 
Ryukyu Islands. 

Sec. 4. Beginning with the fiscal year ending June 30, 1960, and annually 
thereafter, the Secretary of the Treasury shall ascertain, from information 
furnished by the High Commissioner of the Ryukyu Islands, the amount of 
Federal income taxes withheld at the source during the fiscal year, under the 
internal revenue laws of the United States, from persons stationed or employed 
in the Ryukyu Islands. An amount equivalent to that so determined, less the 
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estimated amount of refunds and credits, and not to exceed $6,000,000 in any 
fiscal year, is hereby appropriated to the High Commissioner of the Ryukyu 
Islands. Such appropriations shall be credited to a separate account to be 
established by the High Commissioner of the Ryukyu Islands, and shall be 
available for obligation and expenditure, in accordance with programs approved 
by the President, for: (a) promoting the economic development of the Ryukyu 
Islands and improving the welfare of the inhabitants thereof; (b) reimbursing 
the Government of the Ryukyu Islands for services performed for the benefit 
of and by reason of the presence of the Armed Forces of the United States 
within the Ryukyu Islands, including but not limited to reimbursement for such 
services in the fields of public health and safety, in annual amounts which 
may be paid in advance to the Government of the Ryukyu Islands; and (c) 
emergency purposes related to typhoons or other disasters in the Ryukyu 
Islands. Preference shall be given to programs in which the Government of 
the Ryukyu Islands participates by sharing part of the costs of contributing 
other resources. Any unobligated balance in the account in excess of $6,000,000 
at the end of any fiscal year shall be transferred and paid over to the United 
States Treasury as miscellaneous receipts. 

Sec. 5. There are hereby authorized to be appropriated by the Congress of 
the United States such sums as may be necessary and appropriate to carry 
out the provisions and purposes of this Act. 

Sec. 6. The term “Ryukyu Islands,” as used in this Act, means Nansei Shoto 
south of twenty-nine degrees north latitude, excluding the islands in the Amami 
Oshima group with respect to which all rights and interests of the United States 
under article 3 of the Treaty of Peace with Japan have been relinquished to 
Japan. 

Sec. 7. Nothing in this Act shall be construed to extend the application of 
any law of the United States to the Ryukyu Islands which would not otherwise 
be applicable there. 

Mr. Duruam. The bill has aroused a great deal of public interest, 
and the files of the committee contain a great deal of mail relating to 
the bill, all of it favorable and urging passage of the measure. 

We are all aware of how important the island of Okinawa is to 
our defense, constituting as it does our most important defense bastion 
in the Far East. 

We are fortunate this morning in having Congressman Inouye from 
Hawaii with us. Senator Long , of Hawaii had intended to appear but 
at the last moment found that a very important meeting of his own 
committee prevented his being here. Senator Long has, however, sent 
a statement to the committee with the request that it be inserted in the 
record, and, if there is no objection, I will ask that this statement be 
included in the record at the proper place. 

From the Army, we have Major General Mead, the Chief of the 
Civil Affairs Division of the Army, and he is accompanied by Briga- 
dier General Burger. They are accompanied by Mr. O’F laherty. 

Also present is Mr. Frank Loo, a member of the Legislature of 
Hawaii, who wishes to make a few remarks on the bill. 

I will ask Congressman Inouye to come forward and take the witness 
chair at this time. 

Before taking the Congressman’s testimony, however, I would like 
to ask whether Mr. Price, the author of the bill, would like to make 
any introductory remarks. 

Mr. Price. Mr. Chairman, I would like to defer any statements to 
the interest of the time of Congressman Inouye. 

This is the first time a Representative in Congress from the State of 
Hawaii has appeared before the House Armed Services Committee. 
I think the details of the bill will be spelled out in the statement of 
the Army. I would like to defer a statement, in the interest of time. 

Mr. Duruam. Thank you very much. 
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y Certainly, we are glad to have Mr. Inouye here this morning as a 
te member of our newest State. 
be Mr. Inouye, you can proceed to make your statement. 
ad Mr. Inouye. Thank you very much. 
ru Mr. Chairman and members of the committee, thank you for the 
at opportunity of appearing before you this morning. 
es Three and one-half months ago, at the invitation of the Department 
ch of the Army, I had the privilege and opportunity of visiting and meet- 
ch ing with the people of the Ryukyu Islands. Upon my arrival] at 
J Naha Airport, the officials of the Government of the Ryukyu Islands, 
of the members of the press, and the leading citizens of these islands 
ng gathered to give Mrs. Inouye and me a grand reception. 
0 After the exchange of greetings, a very high officer of the Govern- 
ment asked me very politely, “Will you support the Price bill?” 
of Mr. Chairman, I must confess that at the time of my arrival I was 
ry not acquainted with the Price bill, H.R. 1157. 
bo During my short stay in the Ryukyu Islands this question has been 
wer repeated over and over again. The Price bill is now a symbol of 
es economic salvation for the people of the Ryukyus. In my opinion, 
to the greatest thing that the Congress of the United States can do for 
, the people of the Ryukyu Islands at this time is to pass H.R. 1157. 
“ I am certain that this committee is fully cognizant of the economic 
plight of the inhabitants of the Ryukyu Islands. Since the cessation 
' of a most devastating war, the people of the Ryukyu Islands have had 
i great difficulty in roy Sacer their standard of living. These islands 
lack the necessary industries to support a large population. Much of 
- the land, because of its topography and soil conditions is not suited 
nto for agriculture purposes, but every square foot of arable and usable 
land is being religiously employed for the sustenance of these people. 
" It is true that the amount set forth in this bill, the maximum of $6 
at million for a fiscal year, will not solve all the economic problems of 
“bd the Ryukyu Islands. eee fal 
nt However, the passage of this bill and the resultant appropriation 
™ will in a very concrete manner demonstrate to the inhabitants of these 
~ islands, the good intentions and the good faith of the Government of 
the United States. 
he _ The second most persistent inquiry during my visit was the ques- 
a tion relating to the return of the Ryukyu Islands to Japan. In ever 
7 case, I replied that in my personal opinion, the United States will 
of have to remain in Okinawa until such time that the free world can be 
assured of political and economic stability in the Far East. 
aad There is no doubt that Okinawa is very important to the United 
oy States from a military standpoint. I, therefore, respectfully con- 
om tend that if the United States 1s to remain in the Ryukyu Islands for 
~~ a considerable length of time, we should indicate such intention by 
demonstrations of brotherly assistance. In this troubled world, I 
to believe it would be very important to psychologically prepare the in- 
habitants of the Ryukyu Islands for this long siege. We should de- 
of monstrate with activities such as will make the inhabitants want to 
“a have our troops remain on the islands. 
of We should demonstrate that we are desirous of serving as partners 
" in the economic development of these islands. We should demon- 
- strate that we are cognizant of their many needs, 
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Mr. Chairman, in my very humble opinion, H.R. 1157 will serve 
as our Nation’s greatest demonstration of good faith and good inten- 
tions. I sincerely hope that this committee will consider the passage 
of H.R. 1157 with favor. 

Thank you very much, Mr. Chairman. 

Mr. Durnam. Thank you very much, Congressman. 

Insert Senator Long’s statement at this point. 


STATEMENT OF SENATOR OREN E. LONG 


Mr. Chairman and members of the committee, I thank you for your kind 
invitation to present my views on the bill now before you, H.R. 1157. I speak 
in support of the measure. I am so much in favor of it that I have introduced 
similar legislation, S. 3203, in the Senate. 

American Armed Forces are in Okinawa under rather special circumstances. 
We took the Ryukyus during World War II and remain there under the provi- 
sions of the peace treaty with Japan. Our military bases in Ryukyus are an 
essential part of our protection against aggression. They also help protect 
other nations of the Pacific. This is understood and generally appreciated by 
the people of Japan and of Okinawa itself. 

Given the harsh circumstances of the cold war, we have for the most part 
acquitted ourselves well. Since the end of World War II, war damage in the 
Ryukyus has been repaired and the standard of living raised. Health condi- 
tions have been improved, life expectancy lengthened. 

However, there is room for improvement. What is needed above all in Oki- 
nawa is capital for economic development. A young and growing population 
requires more job opportunities each year. Only new industries and the expan- 
sion of long-established industries can create these jobs and lessen the islands’ 
economic dependence on U.S. military expenditures. 

The capital can be supplied in part from private sources. Some is coming 
from citizens of Hawaii of Okinawan ancestry... There is, however, need for 
larger economic support which at present can come only from Government 
sources, the kind we are giving to nations around the globe. 

This bill would make up to $6 million available per year to the government 
of the Ryukyus out of some $12 million of Federal income taxes annually with- 
held in the islands. A sum of this magnitude, over the course of a few years, 
can begin to expand the economy of Okinawa by providing a steady source of 
new capital, new businesses, new jobs. 

In helping to rebuild the economy of Okinawa, we will be creating a solid 
basis for good will toward America in the Far East. What could be more con- 
vincing of our sincere interest in the people of the Ryukyus than that we plow 
back half of our Federal income tax collections in the islands? That taxes paid 
by Americans are to be kept in the Ryukyus for the benefit of Okinawans? 

The United States would be making a good investment if this bill becomes 
law. It would help the people of the Ryukyus to help themselves. We need 
the friendship of self-respecting people throughout the Pacific. That is the 
enduring basis for international good will. 


Mr. Price. I want to compliment the Congressman on his very fine 
statement, directly to the point, and telling in a very brief and clear 
manner the real need for this legislation, and the effect it will have 
on the morale of the people who are so important to us in our national 
security picture. 

Mr. DurHam. I concur in the statement by Mr. Price. I have had 
the opportunity of being there, and I know how important it is. 

Thank you very much. 

Mr. Inouye. Thank you very much, Mr. Chairman. 

Mr. Doyxe. May I join in the compliment to our newly distin- 
guished colleage. I, too, have been in Okinawa on occasions and 
realize the importance of the area. We are glad to have the Congress- 
man from the new State of Hawaii waa before us this morning. 

Mr. DurHam. Thank you very much. 
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The next witness, I believe, is Mr. Loo. 

Mr. Loo, we are glad to have you with us this morning. 

You may proceed to make your statement. 

Mr. Loo. [am Representative Frank C. Loo from Hawaii. 

I came here on behalf of the State legislature. Little did I know 
I was going to appear before this committee. In talking to Congress- 
man Price, explaining that I have been asked to talk to him to see 
what I could do to help enactment of the Price bill, he suggested I 
appear before this committee. I am actually here to attend the White 
House Conference on Children and Youth. 

I speak from my heart. 

Gentlemen, I certainly concur in the statement of our Congressman 
Inouye, and as one who has participated—who did participate in the 
invasion of Okinawa and saw the rain of bombs that devastated that 
island in World War IT, and would do it again if called upon by our 
country, I am here to speak because I feel that this particular measure, 
the House bill 1157, is for the good of America. 

Also, I appear before this committee to fulfill part of the promise 
of the State of Hawaii, that the people of Hawaii would act as a 
bridge between the East and the West, so that we would help the 
East understand the West, and the West understand the East. 

Certainly, our two Senators and Representative here in Congress are 
doing just that. 

I would like to add my little voice to help in the understanding of 
this measure and other measures that would concern the East and 
the West. 

Gentlemen, by now you should have received a concurrent resolution 
passed by the legislature, both senate and house of the State of Hawaii, 
house concurrent resolution No, 10. 

If you have not received it, may I have the opportunity of reading 
it ? 

Mr. Duruam. How long is that? 

Mr. Loo, Very short. 

Mr. Durwam. Very well. 

Go ahead and read it. 

Mr. Loo (reading) : 


House CONCURRENT RESOLUTION NO. 10 


Relating to urging the Congress of the United States to pass the Price bill 
(H.R. 1157, 86th Cong.) 


Whereas the situation in the Ryukyu Islands is such that every effort by 
the United States should be made to improve the welfare and well-being of the 
inhabitants of the Ryukyu Islands and to promote their economic and cultural 
advancement; and 

Whereas the Price bill (H.R. 1157, 86th Cong.) which has been introduced in 
the Congress of the United States would make available to the Ryukyuan economy 
varying annual sums, derived from certain fees, fines, forfeitures, taxes, and 
other revenues paid by the U.S. citizens stationed or employed in the Ryukyu 
Islands, to be used primarily for the economic development of the Ryukyu Islands 
and the improvement of the welfare of the inhabitants thereof; and 

Whereas the passage of the Price bill would substantially enhance the aura 
of good will and trust which characterizes the relations of the U.S. civil ad- 
ministration of the Ryukyu Islands and the Ryukyuan people: Now, therefore, 
be it 

Resolved by the House of Representatives of the First Legislature of the State 


of Hawaii, regular session of 1960, the senate concurring. That the Congress 
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of the United States be and it is hereby urged to pass the Price bill (H.R. 1157, 
86th Cong.) ; and be it further 

Resolved, That duly authenticated copies of this concurrent resolution be 
transmitted to the President of the United States, to the President of the Senate 
and Speaker of he House of Representatives of the Congress of the United States, 
to the majority and minority leaders of the Senate and the House of Representa- 
tives of the Congress of the United States, to the chairman of the Committee on 
Armed Services of the Senate and the House of Representatives of the Congress 
of the United States, to the Honorable Senator Hiram L. Fong, the Honorable 
Senator Oren EB. Long, and the Honorable Representative to Congress Daniel K. 
Inouye. 

Gentlemen, the United States is having a little difficulty in its rela- 
tionship with the Okinawan people. As a consequence, six of our 
legislators in the Hawaiian Legislature, one senator and five repre- 
sentatives, were invited to tour the Ryukyu Islands and see what 
could be done to improve the relationship. They went under the 
auspices of the armed services and made this trip about a month long. 

hese legislators are of Okinawan ancestry and had relatives on 
the Island. Therefore, they went not only to the places normally 
visited by visiting VIP’s, but also into the homes, and various places, 
and talked with these people. 

Like Congressman Inouye, they found that one of the overriding 
interests and concerns of these people was that something could, or 
should, be done on their behalf by the United States. 

They are not looking for a handout, but thought it would be nice 
if something like the Price bill would be enacted. These legislators 
came back and transmitted the feelings of the Okinawan people to 
the rest of the legislators and they, therefore, then passed house con- 
current resolution No. 10. 

In turn the legislature and these four legislators, knowing I was 
coming to Washington, asked me, personally, to do whatever I could 
to talk to various Senators and Representatives to see what could be 
done about passage of the Price bill. 

I talked therefore, to Senator Price and Senator Long and the staff 
of Congressman Inouye, and also Senator Fong. That is how I ap- 
peared here today. 

Mr. Durnam. Has there been estimate made of the amount of fees 
that would be available to help defray this expense ? 

Mr. Loo. As far as the statistics, 1 think the members of the armed 
services would be better qualified to do that. 

Mr. Price. I think the bill provides the income from taxes, and 
everything, the funds should never get higher than $6 million, and 
any excess goes into the Treasury. 

fr. Kettener. That applies only to the income taxes collected, Mr. 
Price. 

Mr. Becker. Mr. Chairman, I regret sincerely that I have a con- 
flict of subcommittees this morning, and we have this military lift 
matter that is going on, and has been going on for 3 weeks. 

I am sorry I am going to have to be excused to get down there. 

Mr. Duruam. Thank you very much. 

Any further questions ? 

Mr. Doyte. I wish to observe, Mr. Chairman, that I think it is 
F< our colleagues in the Hawaiian State Legislature undertook 
this mission of information and cooperation from Hawaii to the 
Ryukyu Islands to visit these people and their officials. 
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I know we all want to be registered as complimenting our col- 
leagues for doing that. 

I wish to compliment the witness for his statement, and not the 
least of all for his attendance at the Youth Conference sponsored at 
the White House. 

I would like to be in attendance at that myself. 

Mr. Loo. Thank you very much. 

As far as travel and visitation to the different islands, after return 
of these six legislators, they felt they had done some good in the areas 
they visited. They did go on to Okinawa, which is another name 
for Ryukyu Island, and also to Japan. 

The members of the legislature felt that if the Congress, or the State 
Department felt that when members of the legislature, being of 
ancestry closely akin to the Far East and Middle East, could be of 
service in other visitations, we would certainly hold ourselves out in 
that regard. 

Mr. Durnam. Thank you very much. 

Any further questions? 

Mr. Price, any questions? 

Mr. Price. No questions. 

Mr. Duruam. Thank you very much. 

Who is the next witness ¢ 

Mr. Ke.titener. General Mead of the Department of the Army, sir, 
accompanied by General Burger and Mr. O’F laherty. 

General Mrap. I am Maj. Gen. A. D. Mead, Chief of Civil Affairs, 
Department of the Army. 

I have a statement, Mr. Chairman. 

Mr. Durnam. You may proceed, General Mead. 

General Meap. Mr. Chairman and gentlemen, it is a privilege to 
appear before you today to discuss the interests and responsibilities 
of the United States in the Ryukyu Islands, and the reasons why the 
Department of the Army strongly urges the adoption of legislation 
to provide on a continuing basis for the promotion of Ryukyuan 
economic and social development. 

In discussing the importance of the Ryukyus, I shall cover two 
general points of view: Strategic considerations and other considera- 
tions relating to our national objectives in the area. 

The members of this committee are in a special position to appre- 
ciate the strategic importance of the Ryukyus to the United States. 
Because of their location, the Ryukyus provide an essential link in 
our worldwide defense system. In this regard, their value to the 
United States and the entire free world is immeasurable. Our very 
presence provides a strong deterrent not only to general war but also 
to Communist aggression against such areas as Korea, Taiwan, or the 
countries of southeast Asia. 
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This map portrays the Far East-Pacific area, with which you are 
all familiar. It accents the military potential inherent in the geo- 
graphic position of the Ryukyu Islands. It shows the relative dis- 
tances from key areas. You will note that these islands are centrally 
located with respect to vital areas of the Far East. From this picture, 
it is clear that Okinawa, major island of the Ryukyus, is truly a 
“keystone in the Pacific.” 

It is generally recognized in the Far East, as elsewhere, that the 
United States has no aggressive intentions, although certain elements 
in the world are unwilling to concede as much publicly. However, 
both friends and potential aggressors, being realists, recognize that 
our presence in the Ryukyus provides us the capability to resist ag- 
gression in this broad area. 

Troops and supplies are kept in constant readiness on Okinawa. 
During the Korean war, U.S. aircraft based on Okinawa provided 
valuable support to United Nations Forces defending against Com- 
munist aggression. Should such a necessity again arise, U.S. mili- 
tary power could be projected far more rapidly—in this day of 
supersonic aircraft. and long-range missiles—from Okinawa to vir- 
tually any part of the Far East Pacific area. 

You are, I know, equally aware of the importance of other inter- 
national considerations relating to our position in the Ryukyus. I 
would merely like to highlight the fact that our presence there pro- 
vides to all peoples in the Far East area convincing evidence of our 
determination and capability to fulfill the responsibilities which we 
have accepted in connection with our policies directed toward defense 
of the free world. Equally important is the impact, throughout the 
world, of the image of the United States which is reflected in our 
beneficial administration of these islands. As another distinguished 
subcommittee of the House Armed Services Committee stated so 
fittingly in 1956: 

* * * Okinawa has become, in its most precise sense, a “showcase of democ- 
racy.”’ The eyes of the world, and particularly the hooded eye of the Com- 
munist world, are fixed attentively on our actions in Okinawa, the latter in 
concentrated study to discover what can be used as propaganda against us. 

The Congress has provided substantial assistance in making our 
record in the Ryukyus one of major achievements. I should lke to 
review these achievements briefly in the perspective of our responsi- 
bilities as sole administrator of the islands, and of our mission under 
the peace treaty and Executive Order 10713. 

The United States has fed, clothed, and sheltered a population 
which had been left destitute as the result of World War II, and has 
aided in the restoration of the war-shattered physical plant. We have 
rebuilt and expanded the local economy and have given it new direc- 
tion. We have fostered principles of democracy, human dignity, and 
responsible citizenship. The once critical land acquisition problem 
was favorably settled in 1958. Also in 1958, we replaced occupation 
script with American dollars and thereby freed the economy of re- 
strictive currency controls. Our Government has moved promptly to 
provide surplus farm commodities to feed the victims of the typhoons 
that periodically devastate large sections of the Ryukyus. It has 
also assisted in the rebuilding of schools, bridges, roads, and sea- 
walls destroyed by these tropical storms. Our demonstrated concern 
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for the well-being of the Ryukyuan people, strengthened by the per- 
sonal ambassador ship of individual Americans—both military and 
civilian—in the area, has brought us a high degree of cooperation 
and understanding by the local population. In all, some $170 million 
have been appropriated by the Congress since 1947 for these purposes. 

It is with a view to pursuing the policy mandate of Executive Order 
10713 to “make every effort to promote the welfare and well-being 
of the inhabitants” of the Ryukyu Islands that the Army, which is 
responsible for their administration, urges the adoption of the bill 
which this committee has before it for consideration. I shall indi- 
cate briefly three of the principal reasons why we consider that this 
legislation is of great importance to the implementation of our na- 
tional policy. 

In the first place, it will provide a specific basis in law for U.S. pro- 

rams for the promotion of economic and social development in the 

yukyu Islands. From the occupation of Okinawa in 1945 until 
April 28, 1952, the effective date of the treaty of peace with Japan, 
the United States exercised the rights and responsibilities of the oc- 
cupying power in the Ryukyu Islands pursuant to the provisions of 
the Hague Convention in 1907. 

The exercise of governmental functions in the Ryukyus was con- 
tinued by the treaty of peace with Japan which provided for con- 
tinued administration of the islands by the United States. In June 
1957 the President issued Executive Order 10713 providing for the 
administration of the Ryukyu Islands and declaring, among other 
things, that the Secretary of Defense “shall make every effort to im- 
prove the welfare and well-being of the inhabitants of the Ryukyu 
Islands, and shall continue to promote the economic and cultural ad- 
vancement of the inhabitants.” 

Pursuant to these basic authorities, the Congress has appropriated 
moneys each year to finance not only the costs of administering the 
area but also to provide for the relief, reconstruction, and economic 
development of the Ryukyus. It has long been the view of the De- 
partment of the Army, however, that the basis on which these 
programs are conducted should have the specific sanction of the Con- 

ress. 
x A second significant reason for seeking the proposed legislation is to 
further normalize U.S. financial administration of the area “during 
such time as the United States continues to retain authority over the 
Ryukyu Islands.” 

The President’s budget for fiscal year 1961 reiterates the expecta- 
tion regarding our tenure in the Ryukyus “that the United States will 
be responsible for their administration for an indefinite period.” 

It seems reasonable and appropriate, therefore, that there be estab- 
lished for the Ryukyus financial provisions similar to those which 
were adopted for Guam and the Virgin Islands. 

This would provide for application, for prescribed purposes, of up 
to $6 million annually from the Federal income taxes withheld in the 
Ryukyus, which now amount to an estimated $9 million. On the basis 
of some years of experience as to the requirements and resources of the 
Ryukyus, we are in a position to estimate that the normal requirements 
for U.S. support in order to achieve our objectives there will approxi- 
mate an annual average of $6 million. The proposed legislation 
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would provide a firm source for meeting these requirements, in ac- 
cordance with programs approved by the President. 

A third and very important reason for asking the Congress for 
this legislation is to - some sense of belonging to the Ryukyuan 
man on the street. It is our belief that legislation of the nature 
proposed would give the Ryukyuan a sense of belonging which he 
does not now have, a feeling that the United States is interested in 
his welfare and well-being and that the people of the United States 
are willing to pledge continuation of that interest as long as the 
present arrangement of control exists. 

These, then, are some of the reasons why the Secretary of Defense 
and the Secretary of the Army, with the concurrence of the Bureau 
of the Budget, have requested the Congress to adopt legislation simi- 
lar to that which is under consideration. 

We firmly believe that the provisions of this bill will result in mani- 
fold returns to the United States, in terms of protecting our base 
investment in the Ryukyu Islands and of demonstrating to the world 
and especially to the peoples of Asia, our sense of responsibility for 
this “iy which has been characterized as our far distant but genuine 
“ward. 

I thank you, Mr. Chairman and gentlemen, for giving me the op- 
portunity to present this statement to the committee. Together with 
other members of the Army staff here present, I will endeavor to 
provide such detailed information as you may desire on the various 
aspects of this bill which we urge you to enact into law. 

I would like at this time to point out that I am most fortunate 
in being accompanied here this morning by General Burger, who 
has had not only more than 4 years of experience in the Government 
of Trieste, but more recently about 4 years as civil administrator 
of the Ryukyu Islands. 

General Burger will retire from the Army today, and this is his 
last appearance in uniform, and I felt the committee would like to 
get firsthand information from one so long experienced out there. 

Mr. Kowatsk1. I would like to welcome General Burger to the 
civilian ranks, sir. 

Mr. Durnam. Any questions? 

Mr. Price. I would like first to have General Burger make any 
comment he desires to make, in view of his experience with the 
Okinawan situation. 

General Bureer. I am Vonna H. Burger, brigadier general, U.S. 
Army. 

I el no prepared statement. However, I would like to offer my 
services to the members of the committee for such background ma- 
terial on the Ryukyus or on the subject at hand as I am able to 
provide. ; 

Mr. Price. Could you answer the question about the amount of 
money we have appropriated each year to the Ryukyuans? — 

General Mrap. We have that in a table here, Mr. Price. Fiscal 
year 1953, approved by Congress, $9,500,000. 

Mr. Price. Each year ? 

General Mrap. For subsequent year: Fiscal year 1954, $2,100,000; 
1955, $1,907,000; 1956, $1,790,000; 1957, $1,070,000; 1958, $1,070,000 
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1959, $1,300,000, with a supplemental appropriation in 1959 for water 
supply of $600 ,000; 1960, $3,349,000. s 
The total over the period, 1953 to 1960, inclusive, $22,686,000. 
Mr. Duruam. Did that include surplus commodity, or just cash by 
payments ¢ th 
General Mrap. These figures I read, Mr. Chairman, are for eco- of 
nomic aid only. Economic support. 
Mr. Duruam. It would include surplus commodities, then, would a 
it not ? S 
General Mrap. No, sir. The commodity support has been separate 
from this. r 
Mr. Durnam. That is over and above the amount of the figures e 
you gave us; is that right? A 
General Mrap. Yes, sir. 
Mr. Price. What actual finances are we talking about here, for the 2 
purpose of the record? What type of moneys are we talking about / tl 


What is the source of these moneys we are talking about ? 
General Mrap. May I say, first, what we are not talking about ? . 
We are not talking about. the ‘support of the American element of f 

the administration. We e are talking about the direct support of the i 

development of the economic and s sociological structure of the gov- 

ernment of the Ryukyu Islands. 
This involves such areas of assistance as further development of . 
roads and bridges to make more accessible lesser developed areas, and 
also to enable the people to bring their goods to market more effec- 


tively, without spoilage; retaining walls for protecting roads and a 
bridges as well as for keeping out the sea in certain areas of potential ¢ 
serious erosion; irrigation facilities, public health construction, and 
some school construction in support of the education program. ; 

Apropos of that latter, it is interesting to note almost a third of 
the budget of the Ryukyu Legislature goes to support of education, 
and despite that there is a serious shortfall in the construction of : 
school facilities there. ' 


Mr. Duruam. In effect you have been getting these funds out of 
the foreign aid development program, have you not? Isn’t that 


correct 
‘General Meap. Well, not directly a part of the mutual security 
rogram as such, but by separate appropriation annually. The hear- 

ings and the considerations have been by the same committee which 


has—same subcommittee as handled the mutual security, but this has 
been a separate program. 

Mr. Lanxrorp. Mr. Chairman. 

Mr. Durnam. Mr. Lankford. | 

Mr. Lanxrorp. What sources of revenue does the Ryukyu govern- 
ment have at present to run the government on ? 

General Mrap. I would like to ask Mr. O’Flaherty to respond to 
that. 

Mr. O’Fcanerry. Tam Edward O'Flaherty, chief of the economics 
affairs division, office of civil affairs. 

The gover nment of the Ryukyu Islands has revenues derived from 
taxes, both income and excise taxes, tariffs, and it has certain nontax 
revenues. These are the sources from which the government of the 


Ryukyus derives its operating funds. 
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Mr. Lanxrorp. The reason I asked that question—in section 2 it 
says: 

All fines, fees, forfeitures, taxes, assessments, and any other revenues received 
by the government of the Ryukyu Islands shall be covered into the treasury of 
the Ryukyu Islands, and shall be available for expenditures by the government 
of the Ryukyu Islands. 

I gathered from that these fines, fees, forfeitures, taxes, assessments, 
and other revenues are now covered into the Treasury of the United 
States, is that correct ? 

Mr. O’FLauertry. No, sir; it is not. They are at the present time 
received into and held by the Ryukyuan treasury. It is, as the gen- 
eral—General Mead—pointed out in his statement, the desire of the 
Army that one of the benefits of this bill would be to give sanction 

Mr. Price. In other words, it is done now without sanction by Con- 
gress, so that this merely provides congressional sanction to a program 
that is already in effect. 

Mr. O’F vauerry. That is correct. 

Mr. Lanxkrorp. So, is it correct that actually the only additional 
funds which the Ryukyuan government would receive would come 
from 

Mr. Price. The earmarking of the $6 million from income tax. 

Mr. LanxFrorp. But about the public benefit trusts, business-type 
operations, funds and enterprises (A), (B), and (C) in section 3? 
Are those funds being covered now into the Ryukyuan treasury ? 

Mr. O’F Lanerty. No, sir. They are not. These funds and assets 
are held by the U.S. civil administration as if in trust, for the people 
of the Ryukyu Islands. 

The Comptroller General of the United States rendered an opinion 
in 1954, in connection with section 1415 of the Supplemental Appro- 
priations Act of 1953, which confirmed that these values, these assets 
in the form of physical assets or cash, held by the civil administration 
may not be used for U.S. purposes, for example, for military purposes 
in the area. 

Mr. Lanxrorp. It must be used 

Mr. O’Ftauerry. For the benefit of the Ryukyuan people. 

Mr. Lanxrorp. How much does section 2 cover in dollars and how 
much does section 3 cover in dollars? 

Mr. O’Fiauerry. Section 2, the revenues of the Ryukyuan govern- 
ment in fiscal 1960 are estimated to be about $22.4 million. There- 
fore, section 2 would cover those funds. 

Section 3 would cover the total of assets, both physical and liquid, 
held by the civil administration in trust, which would have a net 
worth of about $47 million. 

Mr. Lankrorp. But this is not cash, some of this is real estate, that 
sort of thing. 

Mr. ©’Friauerry. Yes, sir; for example, a powerplant. 

Mr. Pricer. ‘This $47 million is in effect held for them now ? 

Mr. O’Fianerry. Yes, sir. Some is held for example, in the form 
of a powerplant. 

_ Mr. Price. It is not money that now goes into the U.S. Treasury 
in any way ¢ 

Mr. O’Fanerry. That is right. 

Mr. Lanxrorp. The effect of this is to earmark not to exceed $6 
million from income taxes withheld in the Ryukyu Islands and to 
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legalize—not legalize, but to give the sanction of the Congress to what 
has gone on, anyway. 

Mr. O’F auerty. That is one effect. 

Mr. Duruam. Who, at the present time, has the authority to trans- 
fer these funds? The civil government? Who spends the $6 million 
we are talking about? Somebody has to say—if the Government is 
going to give it to some group and we have to spend it back, who says 
we are going to spend it ? 

Mr. O’FLanerty. These are at the present time covered into the 
U.S. Treasury. They are income taxes. 

Mr. Price. All the moneys we are talking about in this bill, the 
only amount that now goes into the U.S. Treasury that we are con- 
cerned with is the income taxes, is that right? 

Mr. Kewiener. That is not correct, sir. 

Am I not correct that in section 3, Mr. O’Flaherty, under (c) in 
line 16, “Fines, fees, and forfeitures’—they go into the Treasury to- 
day and are fairly substantial ? 

Mr. O’Fxianerty. That is right. These amount to about $50,000 
ayear. These are generally 

Mr. Lanxrorp. That would be an additional $50,000? 

Mr. Keiiener. Right. 

Mr. O’Fianerty. These are substantially, if not entirely, fines 
— by the civil administration courts, forfeitures of bail, and the 

ike. 

Mr. Price. I was trying to get into the record earlier the source 
of this income tax. Is it mostly from Americans working for the mili- 
tary in Okinawa? Are there any other American citizens over there in 
civilian types of jobs within Ryukyuan government jurisdiction who 
gg income taxes ? 

r. O’Fianerty. There are, Mr. Price, American business people 
there, businessmen who, however, unlike the U.S. Government em- 
ployee, after 17 months outside the United States are not called upon 
to pay, or at least they may recover income tax they pay. 

r. Price. We are concerned about them only for the first 17 
months ? 

Mr. O’Fianerty. Right. 

This is substantially to be derived from the Armed Forces, and the 
balance from U.S. Government employees. 

General Mrap. The bulk would come I should say from the armed 
services income taxes paid out there. 

Mr. Price. But it is possible they come from other type of employ- 
ment on the island, but only after a period of 17 months, as far as that 





type? 
Mtr. Duruam. What is the population of the Ryukyus? 
Mr. O’Fianerty. About 855,000. 
Mr. Duruam. How is that divided bet ween the civilians of Okinawa 
and the military ? 
General Mzap. The Armed Forces number slightly over 30,000. 
Mr. Durnam. Then you have some 30,000 American citizens in 
effect, there, and you have 
Mr. O’F anerty. I should add about 15,000 dependents, also. 
Mr. Duruam. Fifteen thousand what? 
Mr. O’F Lanerry. Dependents. 
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Mr. Durnam. And also as I recall there is a lot of American busi- 
ness and a lot of business people there. 

Mr. O’Ftanerry. A fair amount. 

Mr. Duruam. Is that included in the overall 800,000 people? 

Mr. O’Fianerty. The 855,000, yes, sir. 

Mr. Price. May I suggest for the purpose of our record we get all 
the pertinent informational statistics on the personnel involved, the 
fund involved, and have a complete clarifying statement of all these 
statistics we have been referring to. 

Mr. Doytx. Would the gentlemen yield ? 

Mr. Price. Yes. 

Mr. Doyte. I am interested in what the fact is for 1960. I think 
you said our appropriation was $3,349,000 for 1960. 

General Mrap. That is approximately correct. 

Mr. Dore. So, if the Ryukyuan Government is allowed to retain 
up to $6 million, it means they will be retaining approximately $2.5 
million, money that they now receive by appropriation. Is that what 
you are telling us? 

General Mrap. As compared with 1960. 

Mr. Doyte. In other words, in the future, they will retain up to 
$6 million. We, this year, have appropriated $314 million. So there 
is a difference of $2.5 million, approximately, involved, directly or 
indirectly. 

I see some of the men in the audience shake their heads. I am in 
error, then. What is the fact? What does it involve in saving? 

Mr. Price. What you stated is a fact. But 

Mr. Doyte. In other words, if we allow them to keep this money, 
we do not appropriate it, right 

General Mrap. I think this is a form of appropriation, though I am 
not perhaps 

Mr. Keturuer. That is a matter to bring up, Mr. Chairman, later 
on. 
Mr. Lankrorp. Who determines—it says “not to exceed $6 million 
in any fiscal year.” Who determines the amount up to $6 million? 

Mr. Price. The Treasury Department, I believe. 

Mr. Ketiener. That would undoubtedly be based upon the require- 
ments of the Ryukyus for that particular year. 

Mr. Lanxrorp. I believe General Mead said the income taxes 
amounted to some $9 million, of which “not to exceed $6 million”—— 

Mr. Price. Section 4 provides—beginning with the fiscal year end- 
ing June 30, 1960, and annually thereafter the Secretary of the 
Treasury shall ascertain from information furnished by the High 
Commissioner of the Ryukyu Islands, the amount of income tax with- 
held during the fiscal year. 

Mr. Lankrorp. He determines how much is withheld, right? 

Mr. Price. In excess of that as determined by the reports of the 
Secretary of the Treasury. 

Mr. Doytx. May I suggest, as I read section 4, the Government of 
the Ryukyus will determine up to $6 million what the—— 

Mr. Kettener. The High Commissioner—I assume this is the fact, 
that the High Commissioner will determine the requirements for a 
given year. But he may not have requirements in accordance with 
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this that would exceed $6 million a year. Now, we are speaking only 
of the income taxes—may I make a brief review of this? 

Mr. Douruam. Yes. Go ahead. 

Mr. Keviener. Referring to section 2 of the bill, that is, all the 
fines, fees, forfeitures, taxes, assessments, and other revenue received 
by the Government of the Ryukyu Islands—referring now to section 
2 only—are now covered into the treasury of the Ryukyuan Islands 
and are available for expenditure by the Government of the Ryukyu 
Islands. 

So, the bill so far will not change the existing situation, but would 
give legal sanction for the situation. 

The amount of this revenue in 1959 was $19,535,060. For fiscal 
year 1960, as was indicated by the witness, it will be about 522,423,167, 
and for fiscal year 1961, estimated $22,322,000. So, there we have 
something in excess of $22 million dealt with only by section 2, which 
would be retained over there in the Ryukyus. 

Sec. 3. Revenues derived by the U.S. civil administration of the Ryukyu Is- 
lands from the following sources shall be deposited in separate funds which are 
hereby authorized to be established by the High Commissioner of the Ryukyu 
Islands, and shall be available for obligation and expenditure in accordance 
with annual budget prograims approved by the President : 

(a) Public-benefit trusts, business-type operations, funds, and enterprises 
established by the civil administration of the Ryukyu Islands, or its predecessor 
agencies ; 

(b) Corporations wholly or partly owned by the civil administration of the 
Ryukyu Islands; and 

(c) Fines, fees, and forfeitures received by the civil administration of the 
Ryukyu Islands. 
and so forth, are total in 1959, $6,692,543. 

That would be added then in 1959 to the $20 million approximately 
from section 2. 

Incidentally, in fiscal 1960, which is now estimated, that goes from 
almost $7 million down to only $1 million. 

May I at this point ask the reason for that, Mr, Chairman? 

I am referring to section 3 and specifically (a) of section 3 in 
1959 the actual income was about $6.7 million. However, for fiscal 
1960 the estimated amount is only $1 million. 

Could you explain that—why that is so / 

Mr. O’FLanerty. The sources of revenue of the general fund are— 
other than corporate enterprises, whose earnings are generally rein- 
vested in the same enterprise, the sources of revenue now are virtually 
reduced to the petroleum operation, you might say, that is the im- 
portation on a governmental basis of petroleum products. 

Mr. Ketiener. Why is that so, Mr. O'Flaherty ? 

Mr. O’F Lauerty. The objective of the Department of the Army 
has been to withdraw from business-type operations and activities 
which are normally—which should be conducted normally by private 
enterprises. ane 

Mr. Ketieuer. Could we say the reduction of about $5 million here 
will be reflected from another source ? 

Mr. O’F Lanerty. I regret I cannot confirm the $1 million figure. 

Estimates we have reflect, rather, anticipated receipts from all 
sources of slightly higher than $2 million. 

Mr. Kexreuer. It is my information it will be slightly over $1 
million, and for fiscal 1961, again slightly over $1 million. ~ 
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If we might leave that for the moment, that is (a) of section 3 
which was almost $7 million, now down to $1 million. 

(b) Corporations wholly or partly owned by the Civil Administra- 
tion of the Ryukyus. These revenues in 1959 totaled about $1.7 mil- 
lion, for fiscal 1960 will be about $2.1 million, for fiscal 1961 about 
$2.2 million. 

Now, the remainder of the section 3 funds which I mentioned be- 
fore, which are referred to in (c) are today covered into the Treas- 
ury of the United States. They are unique in that respect as far as 
the bill is concerned, and total relatively small amount, something in 
excess of $50,000. 

We have a total here then of the $20-odd million plus another un- 
known figure, apparently not exceeding $2 million, plus another ap- 
proximately $2 million under—I am speaking of (a) and (b) and a 
smaller amount of something in excess of $50,000, which would be 
under (c) which would be retained under this bill and with reference 
to (c) is not retained today. 

In addition, a new element is injected into the bill by section 4. 
Today the $9 million, the actual figure, as I understand it, of income 
taxes, does go into the Treasury of the United States. This would 
add $6 million to the figures I have given, not in excess of $6 mil- 
lion, to this, and this is a brandnew element in the bill. 

In that connection, since it was brought up, Mr. Chairman, I feel 
that the bill may have some difficulty on the floor, by reason of the 
language used on page 3, in two or three instances. 

On page 3, line 2, first, you will see this reads “is hereby appropri- 
ated.” 

Well, I am afraid there is going to be some objection to that. “Set 
aside” is what I suggest, Mr. Chairman. I am not sure it is going 
to help, but at least it is not “appropriated.” 

Again, line 3 where it reads “appropriations” I suggest the word 
“credits” be substituted. 

And on line 4, the words “credited to,” I suggest the words “kept 
in.” 

On line 6, following the word “expenditure,” in order in incor- 
porate—to permit the participation of the Appropriations Com- 
mittee in this activity, I should suggest there be inserted after the 
comma, language substantially as follows: 
within such limitations as may be provided hereafter in appropriations acts. 


That would bring the Appropriations Committee in. Whether 
that will be sufficient to remove objections they may have, I do not 
know. 

Incidentally, I understand that two members of the Appropriations 
Committee, when they visited Okinawa, I believe, last year, and who 
are familiar with Mr. Price’s bill, indicated some hesitancy about 
approval of that particular aspect. Perhaps this language would 
help somewhat. 

Mr. Durnam. Aren’t they at the present time already operating 
under such language ? 

Mr. Ketiener. No, sir. The $6 million which would be retained 
there is income taxes which now come into the Treasury. 
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This is a new element in the bill. The other funds, almost all of 
them, now are kept there and used for the purpose described by the 
witnesses. 

_ Mr. Price. Certainly any language should not call for appropria- , 
tion of funds. | 

Mr. Kowatsx1. The $6 million would be in addition to anything 
else they have retained in the past. Is there appropriation for fiscal 
1961 being now considered? And are we taking proper cognizance 
of this, so we do not give them the appropriation and the $6 million / 

Mr. Kettener. To the best of my knowledge, an appropriation | 
this year, like all preceding years, is contemplated. 

General Meap. It is under consideration now, sir. 

Mr. O’FLanerty. The request for economic assistance for fiscal 
1961 which has been submitted to the Congress is in the amount of 
$4.5 million. 

Mr. Price. Four and a half million dollars? | 

Mr. O’Fanerty. Yes, sir. 

Mr. Kowatsxi. Does the General think both are needed, $6 mil- 
lion and the $4 million, or will one be withdrawn ? 

General Mrap. No, Mr. Congressman, I do not think so, and it is 
not contemplated that this would be added to such an appropriation. 

Mr. Price. This would set up a permanent and stable manner of 
providing these types of funds each year for the island, and the $4.5 
million asked for in the 1961 budget would come from this fund in 
the future. | 

Mr. O’Fianerty. By the language of the bill, this will not become : 
effective until 1962. 

Mr. Price. In the future. The $4.5 million, this type of appropri- 
ation, of the $4.5 million, in the future would be drawn from this $6 
million not? 

Mr. Kowatsxt. Do I read—excuse me—do I read section 4 in- 
correctly, then? I get the impression the $6 million would be avail- 
able with the fiscal year 1961. Section 4, beginning with the vear—— 

Mr. O’Fianerty. Beginning with the fiscal year ending June 30, 
1960—at the conclusion of that fiscal year the High Commissioner 
would provide information to the Treasury 

Mr. Price. That would actually make it 1962. 

Mr. Doytzr. As I understand, as I read section 4, at the present 
time the High Commissioner asks for certain money and the Presi- 
dent and the Budget approve it, and it goes to them from our 
appropriations. , 

Now, the change here noted by Mr. Kelleher is that the High Com- 
missioner will decide up to $6 million how much will be withheld at 
the island under section 4 of this bill, and that money will be retained 
from income tax money which otherwise would come into our General 
Treasury. 

Isn’t that the practical thing that you propose? 


General Mean. With 











Mr. Dorie. Isn’t that it, Mr. Price? 

Mr. Price. Well, we have to remember this money is available for 
obligation expenditure in accordance with the budget approved by 
the President. 

So, you still have the control. 
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Mr. Doyte. But the President acts on the recommendation of the 
High Commissioner, same as he does now. 

Suavel Meap. I think, as Mr. Price has just said, the ultimate de- 
termination does not lie with the High Commissioner, but with the 
Executive under such guidance as the—as in the suggested modifying 
language. 

Mr. Ketiener. He will ask for so much, he may not get that much. 

Mr. Doytx. May I ask one other question ? 

I want to apologize, Mr. Chairman, and colleagues, but I am due 
on the floor in 20 minutes. 

Suppose someone says, why fix it at $6 million? Why not $5 mil- 
lion or $7 million? How do you arrive at $6 million ? 

Mr. Price. The Army arrived at the $6 million figure. We will let 
them answer. 

General Mrap. I anticipated this question and I have a three-page 
statement I would like to provide, either provide for the record or 
read it. 

Mr. Price. I think it should be in the record. You might briefly 
tell us what you think. 

Mr. Durnam. Without objection, it will be placed in the record. 

(The statement is as follows:) 


SUPPLEMENTARY INFORMATION 


1. Although we have rebuilt and expanded the Ryukyuan economy and have 
given it new direction, it continues, nevertheless, to be an economy of scarcity, 
and from the viewpoint of natural resources it will never be anything other 
than that. Prior to the war, as one of the most indigent prefectures of Japan, 
it received annual subsidies of from $4 to $6 million from the Central Govern- 
ment in Tokyo. Today, its population density of over 1,000 persons per square 
mile is twice that of Japan and one of the highest in the world. A substantial 
portion of its food requirements is imported each year. It has a serious short- 
age of industrial and commercial skills and inadequate venture capital to ex- 
ploit such resources as are available. So, in spite of the reconstruction of the 
major part of the physical plant and the restoration of normal activity, there 
remains the difficult task of promoting the welfare and well-being of the Ryu- 
kyuan people, of bringing their economy closer to viability, of making them as 
self-sustaining as possible. 

2. When one considers the magnitude of the needs, of the requirements which 
must be met to accomplish this, and measures against these the resources which 
are available it immediately becomes evident that external assistance is essential. 

3. Without purporting to describe all of these requirements, there is one cate 
gory of physical needs which can be discerned most readily and which add up to 
many millions of dollars in cost, but which also will mean millions in value of in- 
creased production. Among these are the following: 

(a) Roads and bridges—tIn addition to the heavy annual layouts for road 
maintenance and repair there is a requirement of not less than 325 miles of new 
road construction. Because of the difficult terrain and the essentiality of bridges 
and culverts involved, the cost of these roads would amount to $44 million. 

(b) Retaining walls.—For adequate protection of roads and bridges as well as 
farmland bordering the sea, over 500,000 linear feet of retaining walls are re- 
quired at an estimated cost of about $16 million. 

(c) Irrigation facilities.—Priority requirements for irrigation facilities, es- 
sential for increased agricultural production, have been established at 39 locations 
where resultant increased yields will be most significant. These will cost about 
$4.5 million to build but the consequent annual increase in yield from them will 
approximate $8 million. In order to bring all potential acres into cultivation, 
there are needed some 44 additional irrigation systems at an estimated cost of $8 
million. 

Thus, these three construction items alone—without reference to needed 
ports and harbors, schools and water systems—would require an investment 
approximating $75 million. 
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4. If we add to required construction outlays the costs of providing govern- 
mental services (including those required because of the presence of U.S. 
Forces) and a part of the social benefits generally regarded as essential by 
minimum contemporary standards it becomes clear that it will cost a great deal 
to advance this economy toward viability. 

5. Against the totality of these requirements available resources should be 
alined and measured. First, there are the receipts of the government of the 
Ryukyu Islands. It is noted, with some satisfaction, that tax and nontax 
revenues of the government of the Ryukyu Islands increased from a level of 
$11.7 million in fiscal year 1955 to an estimated $22.4 million in fiscal year 1960. 
At the same time, with the population growth of approximately 20,000 a year, 
requirements for essential government expenditures have increased from $16.4 
million in fiscal year 1955 to slightly more than $26 million in fiscal year 1960. 
When one adds to these government outlays an average requirement of ap- 
proximately $2 million a year for typhoon disaster relief and reconstruction, it 
becomes apparent that the capabilities for the government of the Ryukyu Islands 
are seriously inadequate to meet current requirements—much less to accomplish 
those things which are essential if productivity is to be increased to any appre- 
ciable degree. 

6. The Ryukyuans themselves know that they must strain to increase their 
productivity and this is indicated by the manner in which the Ryukyuan Govern- 
ment is employing its increased revenues. A comparison of the fiscal year 1960 
budget with the fiscal year 1958 budget of the government of the Ryukyu Islands 
shows that investment in capital outlays (for physical property) are up 155 
percent over 1958. For the same period, Ryukyuan Government investment in 
lending institutions—which are important for economic development—is up 84 
percent over what it was in 1958. During the same period, normal government 
operations costs increased only 12 percent, and subsidies—well known to be 
politically popular in that part of the world—decreased by 60 percent. 

7. ‘the Ryukyuans are willing, then, to make their own investment in economic 
development. It is not a case of the United States taking them too far, too 
fast—but of providing, on a reasonable annual basis, economic assistance which 
will enable this economy to grow at a rate which is not unfavorable with the rate 
of growth in other nearby areas and which will reflect credit on the U.S. adminis- 
tration. The High Commissioner and his civil administration staff considered 
that the revenue program of the government of the Ryukyu Islands represents 
about the optimum to be expected at this time. This leads to the conclusion, 
therefore, that the funds needed to help this economy to live and grow must 
be sought elsewhere. 

8. The revenues derived by the U.S. civil administration from public-benefit 
trusts and business type operations (covered by sec. 3 of the proposed bill) will 
be seriously inadequate to meet the needs. In fiscal year 1960, a grant to the 
government of the Ryukyu Islands in the amount of $500,000 was provided from 
this source. No such grant is proposed for fiscal year 1961 since revenues from 
these sources will be required principally for reinvestment in the expansion of 
the power facilities and other basic activities. 

9. Because the Ryukyu Islands are under the jurisdiction of the United States, 
they do not qualify for the generous benefits provided for friendly foreign gov- 
ernments under the Mutual Security Act and other assistance programs, such 
as the Development Loan Fund or the World Bank. Neither do the Ryukyu 
Islands receive the benefits which are accorded territorial and insular possessions 
of the United States. So, the Army, as the administrative authority, has come 
to the Congress annually to request specific provision of relatively modest sums 
in order that it might discharge its responsibility for promoting the welfare 
and well-being of the Ryukyuan people. The Army recognizes fully—and with 
appreciation—that the Congress has in the past few years increased the economic 
assistance provided to the Ryukyus from less than $1 million in 1958 to $3.5 
million for the current year. Coming as we have before an Appropriations 
Subcommittee with a request for further increase to $4.5 million for fiscal year 
1961, we consider it eminently fair that the Congress should inquire as to how 
far we are going in this regard and at what level we may be expected to stop. 

10. The Army has held the view for some time that economic assistance in the 
range of $6 million annually is required to discharge our civil administration 
responsibilities in the Ryukyus. However, the Army has not requested all of the 
money required for all of these items in one year, but has endeavored by pres- 
entation of the facts in successive years to move gradually to that level which 
is — necessary to assure progress of the Ryukyu toward economic 
viability. 
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General Meap. The moneys actually appropriated over the past 
decade for economic rehabilitation and support have varied quite 
materially from year to year 

They have averaged out, I think, about $8 million, if you take the 
average. 

Mr. O’FLauertry. That is correct. 

General Mreap. We have noted the direction in which the Ryukyuan- 
derived funds are moving, and there is some increase from year to 


year. But there is a more than compensating population increase 


from year to year, which makes it extremely dubious, in our judgment, 
that any greater ratio of contribution can be made by these people for 
themselv es in the predictable future than we are realizing right now. 

There is some $8 million annually that could be well spent on im- 
proving public health, providing the basis for more economic develop- 
ment, irrigation, opening up of “Triomote Island to colonization, such 
things as that, which could well take $8 million a year for an indefi- 
nite period. The most we see coming out of GRI sources is some $2 
million. 

In recent years they have not had this much support. They have 
had, however, in the last 3 years, a gradually stepped-up assistance 
from—granted by the Appropriations Committees and by the Con- 
oTess 

Finally, we feel very strongly this stepping up should continue on a 
level not to exceed the limitation placed in this proposed legislation. 
This is a limitation: it is not. a guarantee of this much annually always 
to be expended. 

Mr. Lankrorp. Getting back to my original question, then, actually 
the determination of how much of this $6 million will be made by 
the President ¢ 

General Mrap. Right. 

Mr. Duruam. Well, under the present system, of course, you could 
spend the entire $8 million, if you care to. This is limitation. 

Mr. Ketiener. Mr. Chairman, may I ask what, in essence, is the 
advantage of retaining the $6 million there, rather than going through 
the appropriations procedure ¢ 

General Mrap. The advantage, I should say, is one I thought was 
sretty well pointed up by Representative Inouye and the Hawaiian 
lewtdletor who appeared earlier before the committee. 

It is to remove the uncertainty in the minds of every Ryukyuan as 
to what the next year holds. They are living in a condition of vast 
uncertainty, obviously. 

Mr. Durnam. Well, in effect, it is a budgetary authorization. 

Mr. Kevtiener. This is for psychological purposes, then ? 

General Mrap. This would say to them, Mr. Chairman, “The United 
States, having accepted for the time being sovereignty over you for 
an indefinite period, commits itself to an allocation of economic and 
sociological assistance not to exceed this amount.” 

Mr. DurnaAm. But that is to come out of their income. 

Mr. LAnKrorp. From the people living in the island. 

Mr. Price. Actually. This is a mere authorization bill and any 
expenditures under it have to come under the scrutiny of the Director 
of the Budget and the Appropriations Committee—or it will when 
we amend it. 
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General Merap. That is right; when it is amended as has been 
suggested. 

Mr. Lanxrorp. Mr. Chairman, I move—— 

Mr. Kowatuskt. May I ask one question first ? 

This is not related to the Commission but it will only take a minute. 
I would like to explore the political and social side of this. 

Are the Ryukyu Islands under the control of the military and a 
military commissioner or do we have a civilian commissioner / 

General Meap. I would like to ask General Burger to respond to 
that. 

General Burcer. The Executive order that was mentioned, 10713, 
provides for a military commissioner, appointed by the Secretary of 
Defense, concurred in by the Secretary of State. 

Mr. Kowatskt. Is there any thought being given to turning over 
these islands to a purely civilian structure, get the military out of 
this? 

General Mreap. We would hope not at thistime. The military base 
is so integral with the rest of Okinawa—— 

Mr. Kowatskt. But we have heard a lot about the political impact 
on the Far East. We do have a situation where the military con- 
trols these islands. Is this a desirable thing—impact on the Far East ? 
What difference would it make whether we have the military com- 
manding the islands or a civilian structure / 

General Mrap. Then I would like to ask General Burger 

Mr. Kowatsk1. Is there any planning for some time when we will 
want to put islands under a civilian kind of structure ¢ 

General Mrap. I submit this is a civilian type of government now. 

Mr. Kowatsxkr. You have a whole military structure: they report 
to you, to the Department of the Army, and to the Secretary of De- 
fense. I am visualizing there must be some time when we are ready 
to turn this over a civilian governmental structure. 

General Mrap. The Department of Defense is not prepared to con- 
template this in the immediate future. 

Mr. Lanxrorp. I move the committee report this bill favorably to 
the full committee with the amendment suggested by Mr. Kelleher, 
and I understand the General Accounting Office has a clarifying 
amendment to come at the end of the bill, and with that amendment 
as well. 

Mr. Price. That amendment from the General Accounting Office 
will only permit them to go in and make the normal type of audits 
they seals make. 

Mr. Ketirner. That is correct. The funds that will be kept in the 
Ryukyus will be used not only for economic development but also for 
disaster relief, which is a permanent consideration in their economy 
and which is not part of the annual appropriations. 

Mr. Duruam. If you have nothing further—did you have a further 
statement you cared to submit for the record ? 

General Burger? 

General Burcer. No, sir. 

Mr. Durnam. Does anyone else here have any statement they care 
to submit to the committee ? ’ 

General Burcrr. No, sir. 
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Mr. Duruam. Without objection, then, we will recommend pas- 
sage of the bill with the amendments as authorized by the committee. 

Who is next? 

Mr. Kilcullen, do you have a statement you want to read? 

Mr. Kirncutien. Yes, sir. 

Mr. Chairman and members of the committee, I am appearing on 
behalf of the Chamber of Commerce of the United States in Okinawa 
to urge the approval of H.R. 1157. This organization, which repre- 
sents the American business community in Okinawa, is acutely in- 
terested in promoting the economic development and progress of the 
Ryukyu Islands. Our members are, quite naturally, interested in the 
business climate in Okinawa and are cooperating with native firms and 
individuals and with the armed services to improve commercial rela- 
tionships and business opportunities on every level. 

In the past several years great strides have been made in economic 
development in Okinawa. Investment of American capital has 
helped to create new industries, providing many new job opportunities 
for Ryukyuan citizens and new markets for Ryukyuan products. We 
are proud of the progress that has been made, but a great deal re- 
mains to be done. Continual expansion of industrial and business ac- 
tivity is necessary to provide jobs for additional workers entering the 
labor force each year, and industrial production must be maintained at 
a high level to improve the existing imbalance between imports of 
soods into the Ryukyus and exports to other areas, particularly the 
United States. The United States, for many obvious reasons, has a 
direct stake in maintaining a prosperous and expanding economy in 
the Ryukyus in years to come. 

We have carefully analyzed Congressman Price’s bill and we are 
confident that it would help to insure further economic gains by pro- 
viding a stable and assured source of funds for development pur- 
poses on a long-range basis. Projects necessary for economic and 
social development could be programed with a firm expectation that 
necessary funds will be available, and many uncertainties and delays 
would thereby by avoided. The bill would also make for a more 
equitable distribution of revenue generated in Okinawa and would 
follow a pattern which we understand was previously followed in 
Guam and the Virgin Islands. 

The economic progress that will be further stimulated by this pro- 
posed legislation will benefit not only the citizens of Okinawa and 
the business community of Okinawa but will also pay substantial 
benefits to the United States in terms of enhancing the existing 
favorable relationships between the Okinawan le and American 
citizens stationed in Okinawa and engaged in business there. Fur- 
ther, to the extent that this legislation will aid economic progress in 
Okinawa, it will also increase the opportunities for expansion of 
business activities for American firms in the islands. Our organiza- 
tion has dedicated itself to making Okinawa a Far Eastern show- 
place of U.S. free enterprise and democracy. Passage of this bill will 
materially assist in accomplishing this purpose. 

We are grateful for the opportunity you have given us to appear 
here today and for the many courtesies we have received from this 
committee in the past. 

Mr. Duruam. Thank you very much, gentlemen. 

(At 11:15 a.m., the committee adjourned. ) 
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